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The recent financial crisis has ignited a debate on whether easy monetary 
conditions will lead to greater bank risk-taking, thereby financial instability. The 
relationship between monetary policy and financial stability has been one of academic 
hot issues. But not until Borio and Zhu (2008) mentioned risk-taking channel of 
monetary policy, people pay more attention to the role of risk-taking acted in the 
relationship between monetary policy and financial stability. This Paper links 
monetary policy, bank risk-taking and financial stability together. The focus is on 
research that how monetary policy affects financial stability through by bank risk- 
taking. 
Firstly, the paper explores the mechanism of monetary policy led to the subprime 
mortgage crisis, and reviews the phenomenon of banking crisis and asset price 
bubbles. Then we point out the important role of monetary policy and bank behavior 
in financial crisis. Thereby we form the research ideas.  
Secondly, the paper extends D-L-M model, makes theoretical study on the 
influence of monetary policy condition on bank risk-taking. Then this paper uses 
Threshold Panel Regression Model to analyze the effect of monetary policy on bank 
risk-taking in China. The empirical results show that tight monetary polices 
discourage bank risk-taking, and the impact of monetary policy on bank risk-taking 
depends on bank capital condition. In the light of the phenomenon of double 
“off-balance sheet” activities for China’s banking, we analyze the impact of the policy 
mix of low interest rate and high deposit reserve rate on bank risk-taking.  
Thirdly, the paper investigates the insurance effect of monetary bailout. Base on 
the reviews of the practices of central bank aimed at financial stability, we analyze the 
dissimilation and the influence of the lender of last resort in China. In consideration of 
Chinese bank’s special capital structure and financial constraint policy, we then built 
theoretical model to study the incentive effect of monetary bailout on bank 
risk-taking. 
Finally, in the view of bank risk-taking, this paper presents a study on the effect 
of monetary policy on banking systemic risk and asset price bubbles. On the one hand, 















the ease monetary policy condition. On the other hand, the paper summaries three 
channels of monetary policy affects credit pricing, and then analyzes the influence of 
underpriced lending on asset price. Based on the analysis above, we rethink the role of 
central bank in financial stability. 
The academic contribution of this paper can be expressed as follow. Firstly, this 
paper carried out systematic research into the role of bank risk-taking in the 
relationship between monetary policy and financial stability. Secondly, it’s the first 
attempt to use combination of theoretical and empirical mothod to investigate the 
effect of monetary policy on bank risk-taking comprehensively, combined with 
China’s national conditions. Thirdly, the paper makes a depth analysis of the function 
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货币政策和非常规的货币政策。从 2007年 9月开始，美联储连续 9次降息，将
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